University of Mississippi

eGrove
Newsletters

American Institute of Certified Public
Accountants (AICPA) Historical Collection

5-1994

Financial Manager's Report, May 1994
American Institute of Certified Public Accountants (AICPA)

Follow this and additional works at: https://egrove.olemiss.edu/aicpa_news
Part of the Accounting Commons

THE
FINANCIAL
MANAGER’S
REPORT
A Quarterly Update for CPAs in Business & Industry ■ May 1994

First AICPA Symposium for Senior Executives
The AICPA is pleased to announce the date and location
of its first Financial Management Symposium for senior
financial executives of large companies. Sponsored by
the Members In Industry Executive Committee, this high
level program will be held Thursday, June 2, 1994 at the
Waldorf=Astoria Hotel in New York City.
Conference sessions have been structured to
encourage a dialogue between the participants and our
distinguished roster of speakers.
In keeping with the theme of this year’s program,
“Addressing the Challenges of the Future,” John Shank
will explore the finance function of tomorrow using
insight from the best practices benchmark study of
finance cosponsored by the AICPA and The
Hackett Group. This will be the first time the results of
this study will be shared with the public and its findings
are enlightening. Dr. Shank is Noble Professor of
Management Accounting at the Amos Tuck School of
Business at Dartmouth College and Chair of the AICPA’s
Management Accounting Executive Committee.
Joel M. Stern, the Managing Partner of Stern Stewart
& Company will be on hand to explain the benefits of
adopting an EVA™ (Economic Value Added) framework
for financial management and incentive compensation.

This framework was recently cited by Fortune magazine
as “today’s hottest financial idea and getting hotter.”
Alan Scheuer, a Principal with Morgan Stanley & Co.,
will discuss the uses of equity derivatives to address a
variety of corporate finance issues.
Walter Scheutze, Chief Accountant of the Securities
and Exchange Commission and James Leisenring, Vice
Chairman of the Financial Accounting Standards Board,
will discuss the challenges they face in the increasingly
complex world of financial reporting.
Our special luncheon speaker will be Lacy Hunt,
Chief Economist of the Hong Kong Shanghai Bank
Corp, who will share his views on the state of the
global economy.
The accounting and finance function of today must
take a quantum leap to reach its optimum performance
level for the year 2000 and beyond. We believe The Finan
cial Management Symposium will help provide you with
the tools you need to guide your company into the future.
The conference registration fee is $425 for the first
registrant, $350 for each additional person from the
same company. For more information or to obtain a
conference brochure, contact the AICPA Meetings and
Travel Department at 201-938-3232.

The Alternative Minimum Tax Doesn’t Apply to My Company (Or Does It??)
A speaker at a recent AICPA conference session entitled
“What You See is Not Always What You Get — Traps for
the Unwary in the Business Tax Environment,” warned
the audience of CPA financial managers to familiarize
themselves with the murky sections of the Internal Revenue
Code that relate to the Alternative Minimum Tax (AMT).
Speaking at the 1994 Spring National Industry Con
ference, Roy C. (Chuck) Thornton, CPA, a Phoenix tax
specialist and seminar leader, reviewed the history of
what might be referred to as “the flat tax on economic
income,” described its basic concepts and computation,
and discussed an extensive list of adjustments and prefer
ences that make the AMT applicable to more businesses
than business owners and executives might want to believe.
According to Thornton, financial managers in busi
ness and industry need to have a working knowledge of
the code’s provisions on the AMT in order to determine
if certain business transactions could give rise to it’s appli
cation. The following is a partial list of some of the items
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to look out for according to Thornton:

Preference items
■ Pre-87 real estate for which an accelerated depreciation
method is used. Excess over straight line is a preference
item. But, note, that when excess method is less than
straight line, there is no “reversal.”
■ Accelerated depreciation on leased personal property
owned by a personal holding company.
■ Amortization of pre-1987 pollution control facilities
to the extent that the special five year life exceeds
useful life.
■ Percentage depletion greater than cost.
■ Excess intangible drilling costs above 65% of net
income from drilling properties. Excess IDG is the
excess of the current deductions over what it would be

Continued on page 2
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State Society Programs Expand to Meet Your Needs
Volunteer leaders and state society staff representing
26 states met in Phoenix on April 29-30 at the AICPA’s
annual Conference for State Society Industry Committee
Chairs. The materials collected for the conference
illustrate the growth of programs and services delivered
by state societies that are designed to meet the needs of
CPA financial managers. What follows is just a sample
of the ongoing projects at a number of state societies.
■ Conferences— Many state societies sponsor annual
business and industry (B&I) conferences and some are
beginning to offer specialized programs. One example
is Minnesota’s CFO Forum for senior executives of small
to medium sized businesses. Another example takes
place in Louisiana, where they are building on the
success of the annual B&I conference by offering
industry specific conference programs in such industries
as health care and financial institutions.
■ Networking— Opportunities to network with fellow
CPA financial managers are important. Therefore, many
state societies sponsor industry member forums,
periodic “get-togethers” for CPAs united by either
industry or geography. States with sparsely populated
areas face a real challenge. Idaho, for one, is trying to
meet that challenge with monthly breakfast meetings in
the southeastern part of the state complemented by
quarterly meetings in the northern part of the state.
■ Outreach — Getting to know their industry members
and their unique needs is very important for the state

society leadership. California is one of the states making
an effort in this area by sponsoring a “new members
welcome program” and monthly assessment surveys,
which are sent to a random sample of industry CPAs.
■ Newsletters— Regular communication to members in
industry is accomplished by most state societies through
articles and/or special sections in state society maga
zines and newsletters.
Several states, including Kentucky, New Jersey, Texas
and Washington have developed separate newsletters
which combine practical guidance on a variety of topics
with state society news for CPA financial managers.
■ Community Involvement — A number of state society
“industry” committees sponsor projects which benefit all
members of the profession and others in the business
community as well.
Notable among these are Accounting Career Days in
Georgia and Tennessee. The Georgia industry group is
also coordinating the state society’s participation in the
1996 Atlanta Olympic games.
■ Employment Services— Many states are now offering
career counseling, employment referral services, and
mentoring programs to help individual members with
their careers.
These are just a few of the many activities sponsored
by state society industry committees. You are encouraged
to contact your state society office to learn more about
what programs are available and how you can get involved.

The Alternative Minimum Tax Doesn’t Apply to My Company
(Or Does It??)
Continued from page 1
if the IDC’s had been capitalized and amortized over
120 months.
■ Reserve for bad debts by financial institutions.
■ Private Activity Bond Interest Income.
Adjustment items
■ Excess depreciation on real estate placed in service
after 1986.
■ Excess depreciation on personal tangible property
placed in service after 1986.
■ Long term contracts accounted for by the completed
contract method.
■ Passive activity losses.
■ Post-1986 amortization of pollution control facilities.

■ Mining exploration and development costs.

Special adjustments
■ BURP Adjustment (Book Untaxed Reported
Profits) — For tax years prior to 1990.
■ ACE Adjustment (Adjusted Current Earnings) — For
tax years after 1989.
Both the BURP and ACE Adjustments are “tricky”
and in some cases require three sets of books.
Thornton advises CPA financial managers who are
not completely familiar with AMT to proactively consult
with a tax specialist on specific AMT issues that may arise
in their companies.

The Financial Manager’s Reportsi a publication of the AICPA Members in Industry Executive Committee and is mailed four times per year to all AICPA members in
industry as an insert to The CPA Letter. Opinions of the authors are their own and do not necessarily reflect policies of the Institute.
The Committee and Staff welcome your input on ways to make FMR more responsive to your needs. Please address comments in writing to AICPA, Industry Member
Programs, 1211 Avenue of the Americas, New York, NY 10036-8775.
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Selecting the Best Markets for Your Company's Export Sales
by James E. Denny, CPA
The following is the second of two articles designed to assist CPA
financial managers as more US companies enterforeign markets.
It is adaptedfrom How U.S. Companies Can Profit in
Foreign Markets, the AICPA’s newself-study CPE course,
written by Jim Denny, a Chicago-based CPA and international
business and taxation consultant.
Before beginning the process of selling beyond the
water’s edge, the exporter needs to identify which foreign
markets will be the better prospects for a particular prod
uct. While the U.S. market is relatively homogeneous and
products are almost universally accepted in most areas,
the same is not true for the remainder of the world. Given
the size of the global market, it is extremely important for
the beginning exporter to target his or her exports.
The process of selecting the best markets involves
four basic steps: product assessment, information gather
ing, comparison shopping, and market analysis. The
March issue of FMR discussed product assessment and
information gathering. This article will focus on compari
son shopping and market analysis.

Comparison Shopping
After seeking the advice and counsel of experts in
the exporting community, it is very useful to do some
basic “comparison shopping” of the various markets.
Comparison shopping is really the process of investigating
the competition in various overseas markets. This involves
primary research about a potential target country by
consulting published material and soliciting the opinions
of people living in the market.
■ Analyze trade statistics. There are several ways to con
duct this primary research. The first is to consult trade
statistics published by the U.S. Department of
Commerce (USDOC) for the current level of imports
and exports of your product category for a particular
country. Heavy imports of silicon computer chips from
Japan, for example, indicate that Japan may have a
comparative advantage in the sale and manufacture of
this product and thus would not be a good export market.
■ Consult overseas publications. “Clipping services” are
available to investigate topics or subjects in overseas
markets. Clipping services are provided by certain
marketing research firms who will accumulate
information by conducting word searches from large
databases of information.
■ Use in-country contacts. One way to get in-country
information about a product’s sales potential is by
directly contacting the commercial officer at the
U.S. Foreign Commercial Service (USFCS) post in a
particular country’s U.S. embassy. The officer is
responsible for monitoring local economic and market
conditions and has access to a wide array of information
and contacts in the local market.

Market Analysis
The final step in sizing up the world market is to
make some assessment of the basic impediments that your
product might encounter in certain markets. Once you
have assembled all of the pertinent information,

it is time to identify the best markets by examining the
different factors that are unique to each market:
■ What are the cultural differences that might affect
marketability?
In France, corn is commonly viewed as an animal
feed and not fit for human consumption. Thus, market
ing canned corn or sweet corn would prove difficult in
that country until it gains consumer acceptance. You
can learn more about dealing with cultural differences
in the good books on the topic available in most book
stores. Additionally, coping with cultural differences is
frequently a topic at international business seminars
and conferences.
■ Are there any special import licensing requirements,
unreasonable tariffs, or quotas that might affect the
product?
Import restrictions and high tariffs might cause
an imported product to be priced out of the market, as
compared to local suppliers.
■ What is the nature of the infrastructure and transpor
tation system in the country?
Transportation costs to certain parts of the world
might make a product prohibitively expensive in some
markets. Similarly, the lack of transportation might make
it difficult or impossible to meet delivery deadlines.
■ Are there any restrictions on the export of the product
from the U.S.?
Although the Berlin Wall has fallen and the Warsaw
Pact was dissolved, the U.S. still imposes export licensing
requirements on some high-tech products such as certain
high-speed computers. Having to obtain an export
license will add to the time and expense for the export
sale. Lists of products which require export licenses can
be obtained from the USDOC and other federal agencies.
Information about the import restrictions of a particular
country can usually be obtained from the embassy or
consulate of that country.
■ What is the level of competition in the foreign market?
Although the demand for your product may be
strong, domestic producers or other, lower-cost
imports may have a choke-hold on the market, making
entry expensive.
■ What are the distribution channels for your product?
Some markets pose significant challenges for certain
products. The exporter needs to assess the normal distri
bution channels and commonly used trade terms. Also,
sales commissions and types of distributor agreements
should be examined.
■ What is the level of local economic development?
Big-ticket items may not be in heavy demand in
underdeveloped economies. Conversely, seemingly poor
countries might have a wealthy upper class eager for
new products.
■ What is the availability of financing in the foreign
market?
There might be a healthy demand for the product
but very little credit available to potential importers.
Similarly, importers may be restricted in their ability to
Continued on page 4
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More New Self-Study Courses for CPA Financial Managers
Selected Readings for Financial Executives —
SERIES 2 — All New Articles!
SRFE — Series 2 includes a diverse collection of recent
articles that are relevant to the work of CPA financial
managers. The articles capture the latest management
and technical wisdom on a wide array of topics that
can have a significant impact on your business. Topics
covered in this edition of the popular Selected Reading
series run the gamut from environmental liability to
the pitfalls of commercial leases, from TQM in a JIT
environment to managing stress when your company
is downsizing.
The 40 plus articles, from such leading business pub
lications as Industry Week, Corporate Controller and Inc., are
conveniently packaged in two separate volumes, by topic,
for reference ease. You’ll also receive a companion study
guide to organize your reading.
Recommended CPE Credit: 8 hours
Format: Text
Series 2 (Product# 731451CLF) $79.00
Still Available —Series 1 (Product # 731450CLF) $79.00

NEW! Investment Strategies in the ’90s
In today’s world of low interest rates and volatile
securities markets, investors are faced with increasingly
complex investment choices. This course equips the CPA
financial manager, who is not an investment specialist,
with a working knowledge of investment strategies for
today’s economy. It is applicable to any CPA who is
responsible for investing personal or corporate funds.
This brand-new course shows you how to establish
investment objectives, and how to evaluate fixed income

Selecting the Best Markets for Your
Company’s Export Sales Continued from page 3
purchase dollars to pay for imports.
■ What modifications will be required to conform to the
local market?
The product may require conversion to metric
sizes or different voltage capabilities. Some product
modifications may require significant capital investment.
Many markets, on the other hand, will require little or
no product modification.
Rules of Thumb

A general rule of thumb for international marketing
is that you can sell just about anything just about any
where. There are several improbable export success
stories that are often cited as examples.
Italy, world famous for quality footwear, is a highly
profitable market for Timberland Shoes, made in the
Northeastern U.S.; CalPacific in California capitalized on
Japan’s lumber shortage by exporting chopsticks to that
country; and STP actually exports oil to the Middle East.
The decision to market in one country or another
might be based on rational and quantitative analysis using
the resources discussed above. Oftentimes, however, the
decision is based on other practical considerations. The
potential exporter might chose to target Eastern Europe
because she is a recent immigrant who speaks the lan
guage. An exporter might also have friends or family living
4 ■ AICPA/May 1994

investments, common stocks and mutual funds.
Course highlights include:
■ Step-by-step analysis of the investment process.
■ What investment advice a CPA can and cannot give.
■ Model portfolios for each investor type.
■ Strategies to predict and time the market.
■ Summary of relevant 1993 tax law changes.
Recommended CPE Credit: 8 hours
Format: Text (Product# 735915CLF) $119.00

REVISED! FASB APB REVIEW

With up-to-date disclosure illustrations, lots of exercises,
and a challenging case study, this course provides
practical treatment of the requirements of the latest
pronouncements, through SFAS #117 and including SFAS
#114, Accounting by Creditors for Impairment of a Loan, and
SFAS #115, Accountingfor Certain Investments in Debt and
Equity Securities.
You’ll also get an up-to-date look at the most recent
FASB statements that particularly affect small and
medium-sized businesses. The course includes realistic
case studies, numerous flowcharts and examples, and
thorough reference materials on financial reporting
and disclosure.
Recommended CPE Credit: 16 hours
Format: Text (Product # 730102CLF) $159.00
To order: Call 1-800-862-4272 (dept. #1), fax to
1-800-362-5066, or write the AICPA Order Department,
P.O. Box 2209, Jersey City, NJ 07303-2209. These
courses are also available through your state society.

Fax Survey a Success for
Management Accounting Division
The March issue of FMR included a fax survey developed
by the AICPA Management Accounting Executive
Committee to enhance its understanding of the
management accounting concepts and practices in use
today among AICPA members in industry. As of April 15,
more than 700 surveys have been returned, and more
continue to come in every day. The responses will be
tabulated, and a full report on the survey results will
be included in the September issue of FMR. Our fax
lines remain open if you have not yet completed and
returned the survey and wish to do so now. The fax num
ber is 201-938-3660. For those of you that did respond,
thank you for your interest in management accounting.

overseas who can help facilitate sales in a certain market.
What is essential — especially for the smaller com
pany new to exporting — is to focus on a small number of
markets, often only one market. It stands to reason that
beginning in a foreign country is a learning process.
The more you learn about the market, the more
successful you will be.
How U.S. Companies Can Profit in Foreign Markets
(Product # 731475CLF), is available for $119 for
8 hours CPE credit by calling the AICPA Order Depart
ment 1-800-862-4272.
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